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E.O. 11652: N/A 
TAGS: EIND, EEC 

SUBJECT: EC AIRCRAFT POLICY-THE NEW COMMISSION PROPOSALS 

REFS: A. EC BRUSSELS A-247, JUNE 23, 1975 

B. EC BRUSSELS A-190, MAY 21, 1975 

C. EC BRUSSELS 4302 

D. EC BRUSSELS 10170, DEC. 27, 1974 

E. USNATO 5016 

F. ROME 13862 

1. SUMMARY: ON OCTOBER 1, THE EC COMMISSION IS EXPECTED TO 
APPROVE A HIGHLY AMBITIOUS AIRCRAFT POLICY PAPER WHICH MAY 
RECOMMEND THE ESTABLISHMENT OF A EUROPEAN AIRCRAFT PROGRAM 
BASED ON PROPOSALS FROM THE COMMISSION AND DECISION MAKING 
BY THE EC COUNCIL. IF THE FINAL VERSION OF THE PAPER IS 
SIMILAR TO AN EARLY DRAFT IN OUR POSSESSION, THE NATIONAL 
GOVERNMENTS WOULD NO LONGER MAKE AIRCRAFT POLICY DECISIONS 
INDEPENDENTLY BUT IN THE EC FRAMEWORK. THE DRAFT PAPER ALSO 
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SETS FORTH SOMEWHAT PARALLEL IDEAS REGARDING A COMMON EUROPEAN 
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MILITARY AIRCRAFT AND OVERALL DEFENSE PROCUREMENT PROGRAM BUT 
OUTSIDE THE TREATY OF ROME FRAMEWORK WHICH DOES NOT 
COVER MILITARY COOPERATION. WHETHER THE MEMBER STATES 
WILL ACCEPT THE COMMISSION'S IDEAS IS HIGHLY PROBLEMATICAL 
GIVEN PAST ATTITUDES ON EC AIRCRAFT POLICY. THE COMMISSION'S 
PAPER NEVERTHELESS, REPRESENTS A NEW APPROACH TO THE 
PROBLEMS OF THE EUROPEAN AIRCRAFT INDUSTRY WHICH, IF 
ADOPTED BY THE C COUNCIL, COULD POSE PROBLEMS FOR 
US INDUSTRY. END SUMMARY. 

2. WE HAVE BEEN TOLD BY EC COMMISSION OFFICIALS THAT 
THE FINAL TOUCHES ARE BEING PUT ON A NEW COMMISSION 
AIRCRAFT POLICY PAPER WHICH WILL INCLUDE PROPOSALS 
FOR EC COUNCIL DECISIONS FOR AIRCRAFT PRODUCTION AND 
AIR TRANSPORTATION. THERE MAY ALSO BE A PROPOSAL 
ON MILITARY AIRCRAFT AND DEFENSE PROCUREMENT WHICH 
WILL TAKE A DIFFERENT FORM AS DEFENSE IS OUTSIDE THE 
TREATY OF ROME. THE PAPER, WHICH IS VERY MUCH THE 
CREATION OF COMMISSIONER SPINELLI, REPRESENTS A 
HIGHLY AMBITIOUS COMMUNITY AIRCRAFT POLICY. EC 
COMMISSIONER THOMSON DESCRIBED IT TO THE EUROPEAN 
PARLIAMENT AS THE MOST IMAGINATIVE AND SIGNIFICANT 
DOCUMENT TO COME FROM THE COMMISSION FOR A CONSIDERABLE TIME. 
THE FULL COMMISSION DISCUSSED THE PAPER ON SEPT. 17 

AND ACCORDING TO COMMISSION SOURCES, WERE GENERALLY 
FAVORABLE TOWARDS IT. COMMISSION OFFICIALS HOPE 
THAT THE COMMISSION WILL APPROVE THE PAPER AT THE 
COMMISSION MEETING ON OCTO. 1. (A DRAFT COPY OF AN 
EARLY VERSION OF THE PAPER WAS TRANSMITTED TO EUR/ 

RPE ATTENTION BRESLER ON SEPT. 23). IT WILL BE RECALLED 

THAT THE PAPER IS A FOLLOW-UP TO THE COMMITMENT IN 

THE EC COUNCIL RESOLUTION ON AIRCRAFT POLICY (SEE 

REFTEL D) THAT THE COMMITTEE OF PERMANENT REPRESENTATIVES 

(COREPER) PRESENT THE COUNCIL BY OCT. 1 WITH A REPORT 

BASED ON A COMMISSION REPORT ON THE EUROPEAN AIRCRAFT 

INDUSTRY. 

3. IN ANTICIPATION OF THE APPROVED REPORT, WHICH WE 
WOULD HOPE TO OBTAIN SHORTLY AFTER OCT. 1, THERE 
FOLLOWS A SUMMARY OF THE DRAFT IN OUR POSSESSION. 
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IT MAY WELL BE THAT THE FULL COMMISSION WILL PULL BACK 
FROM SOME OF SPINELLI S PROPOSALS TO MAKE THE POLICY 
MORE PALATABLE TO CERTAIN MEMBER STATES. 

SUMMARY OF THE PAPER: THE INTRODUCTION LAYS OUT THE 
MAIN THEME-ALTHOUGH THE PRESENT DIFFICULTIES OF THE 
EUROPEAN AIRCRAFT INDUSTRY CAN BE ATTRIBUTED IN PART 
TO THE CURRENT RECESSION, FINANCIAL CONSTRAINTS FACING 
AIRLINES, THE APPRECIATION OF EUROPEAN CURRENCIES 
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VIS-A-VIS THE DOLLAR AND HIGH INFLATION RATES IN 
EUROPE, THE ABSENCE OF A COHERENT FRAMEWORK IN WHICH 
THE EUROPEAN INDUSTRY COULD DEVELOP IS ALSO VERY MUCH 
RESPONSIBLE. IN SPITE OF AD-HOC INDUSTRIAL COOPERATION 
ON SPECIFIC AIRCRAFT PROJECTS, THERE IS LITTLE COMMON 
RESEARCH, A COSTLY FRAGMENTATION OF EFFORTS IN 
MARKETING, GENERAL INCOHERENCE AND OUTRIGHT COMPETITION 
IN SOME CASES BETWEEN THE NATIONAL PROGRAMS OF THE 
MEMBER STATES. THE FIRST PART OF THE PAPER DESCRIBES AT 
SOME LENTH THE CURRENT SITUATION IN VARIOUS SECTORS OF THE 
EUROPEAN AIRCRAFT INDUSTRY (CIVIL AIR FRAMES, ENGINES, 
HELICOPTERS. MILITARY AIRCRAFT) THE AMOUNT AND TYPE OF 
EUROPEAN GOVERNMENT FINANCIAL SUPPORT FOR THE INDUSTRY 
(AS COMPARED TO SUPPORT IN THE US) AND CURRENT AND 
FUTURE MARKET TRENDS. THE REST OF THE PAPER IS 
DEVOTED TO A PLAN OF ACTION TO CORRECT THE 
DETERIORATING SITUATION IN THE EUROPEAN INDUSTRY. 

OR AS THE COMMISSION SEES IT, TO SAVE THE EUROPEAN 
AIRCRAFT INDUSTRY. 

4. THE PLAN OF ACTION FOR CIVIL TRANSPORT AIRCRAFT IS 
BASED UPON THE FOLLOWING PRINCIPLES: 

A) PLACING ALL AERONAUTICAL ACTIVITY IN THE CIVIL 
TRANSPORT FIELD (AIRCRAFT PRODUCTION AND AIR TRANSPORTATION) 
UNDER THE UMBRELLA OF A COMMON EC PROGRAM WHICH WILL 
MAKE THE MAXIMUM USE OF AVAILABLE RESOURCES; 

B) CREATION OF CLOSE COOPERATIVE LINKS BETWEEN 
MANUFACTURERS, AIR TRANSPORT COMPANIES AND GOVERNMENTAL 
AUTHORITIES SO THAT AGREEMENT CAN BE REACHED ON THE 
NATURE OF THE COMMON PROGRAM; 

C) ESTABLISHMENT OF A COMMON R&D PROGRAM; 

D) ESTABLISHMENT OF COMMUNITY FINANCING FOR R&D, 

PRODUCTION AND COMMERCIALIZATION; 
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E) EXERCISE OF DECISION MAKING POWER AND MANAGEMENT OF 
AERONAUTICAL POLICY AT A COMMUNITY LEVEL. THIS COMMON 
POLICY WOULD ALSO APPLY TO RELATIONS WITH THRID COUNTRIES 
REGARDING BOTH INDUSTRIAL COOPERATION WITH THIRD COUNTRY 
COMPANIES AND TO COMMERCIAL POLICY TO BE ADOPTED REGARDING 
EXPORT PROJECTS. 
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5. THE PAPER THEN GOES INTO SPECIFICS OF A COMMON 
PROGRAM FOR CIVIL TRANSPORT AIRCRAFT WEIGHING THE 
MARKETS FOR VARIOUS SIZE AIRCRAFT AND EVALUATING THE 

COSTS OF IMPROVING UPON EXISTING EUROPEAN MODELS TO PENETRATE 
POTENTIAL MARKETS. FOR EXAMPLE, A WHOLE FAMILY OF 
AIRCRAFT COULD BE DEVELOPED AROUND THE AIRBUS TO MEET 
WIDE-BODY SHORT AND MEDIUM HAUL NEEDS. 

6. THE BASIC ASSUMPTIONS BEHIND THE COMMISSION DRAFT 
ARE THAT GOVERNMENTS ALREADY INTERVENE TO A HIGH 
DEGREE IN THE AIRCRAFT POLICY OF THE MEMBER STATES, 

PARTICULARLY BECAUSE OF HEAVY GOVERNMENT PROJECT 
FINANCING AND NO ONE EC COUNTRY CAN LAUNCH A 
MAJOR AIRCRAFT PROGRAM. IT IS THEREFORE ONLY A 
SINGLE STEP TO HAVE THE COLLABORATIVE GOVERNMENT 
DECISION MAKING TAKE PLACE IN A COMMON, I.E. EUROPEAN, 
FRAMEWORK. WITHIN THIS FRAMEWORK THE COMMISSION 
WOULD MAKE PROPOSALS AND THE EC PARLIAMENT AND 
COUNCIL WOULD FIX, IN AGREEMENT WITH REPRESENTATIVES OF THE 
LIMITED OFFICIAL USE 
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MANUFACTURERS, AIRLINES AND LABOR UNIONS, THE MAIN MARKET, 
PRODUCTION AND RESEARCH OBJECTIVES, AS WELL AS SPECIFIC PROJECTS. 
THE PAPER ALSO ENVISIONS FINANCIAL CONTRIBUTIONS FROM 
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EC FUNDS FOR BOTH RESEARCH AND SPECIFIC COMMERCIAL 
PROJECTS. THE COMMISSION WOULD SET UP A SMALL 
COMMISSION TEAM WHICH WOULD ESTABLSIH, IN CONJUNCTION WITH 
NATIONAL EXPERTS, MANAGEMENT COMMITTEE TO MANAGE 
THE PROGRAM. 

7. A SMALL SECTION DEVOTED TO THE MILITARY MARKET 
DECRIES THE WASTE STEMMING FROM THE DUPLICATION IN 
DEVELOPMENT AND PRODUCTION OF MILITARY EQUIPMENT IN 
THE MEMBER STATES AND THE REDUCTION IN OPERATIONAL 
LEVELS BECAUSE OF THE INCOMPATIBILITY OF EQUIPMENT. 

IT NOTES THAT ' THOUGH THE SHORT TERM INTERESTOF 
AMERICAN ARMS PRODUCERS MAY BENEFIT FROM THE 
DIVISIONS WITHIN EUROPE... THE LONG TERM INTERESTS OF 
THE US AS WELL AS THAT OF EUROPE LIE IN CREATING A 
COHERENT EUROPEAN ARMS PROCUREMENT STRUCTURE ENABLING 
EUROPE'S INDUSTRIAL CAPABILITIES TO CONTRIBUTE MORE 
ECONOMICALLY TO THE JOINT DEFENSE EFFORT.'' 

8. THE PAPER ADVANCES THE VIEW THAT COMMON ACTION IN 
THE FIELD OF DEFENSE EQUIPMENT REQUIRES: 

A) SYSTEMATIC COORDINATION OF THE REQUIREMENTS OF 
EUROPEAN AIR FORCES WITH A VIEW TO MAKING SYSTEMATIC AND 
STANDARD USE OF EXISTING EUROPEAN MILITARY AIRCRAFT; 

B) INDENTIFICATION OF COMMON FUTURE REQUIREMENTS AND 
ESTABLISHMENT OF A JOINT MILITARY AIRCRAFT CONSORTIUM 
BRINGING TOGETHER THE MAJOR EUROPEAN MILITARY AIRCRAFT 
BUILDERS TO DEVELOP SUCH AIRCRAFT; 

C) CREATION OF A PERMANENT STRUCTURE, A EUROPEAN ARMS 
PROCUREMENT AGENCY (EAPA) FOR THEJOINT DEVELOPMENT 
AND PROCUREMENT OF ARMAMENTS TO MEET THE REQUIREMENTS 
OF THE EUROPEAN ARMED FORCES; 

D) NEGOTIATION OF A TREATY OR CONVENTION ON MUTUAL 
ARMS SALES AND COLLABORATION IN THE FIELD OF ARMS 
DEVELOPMENT WITH THE US WHICH WOULD BRING A MUTUAL 
OPENING OF MARKETS, A BALANCE OF TRADE OVER 

THE YEARS (I.E., CANADIAN-US AGREEMENT) SUBJECT TO 
SOME OFFSET COMPENSATION TO THE US, AND A DEVELOPMENT 
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ROLE FOR EUROPE IN EVERY MAJOR AREA OF TECHNOLOGY: 

E) RATIONALIZATION OF THE EUROPEAN DEFENSE INDUSTRY AND 
RESTRUCTURING UNDER THE AEGIS OF THE EAPA. 

7. COMMENT: A FIRST QUESTION IS WHETHER THE MEMBER 

STATES WILL APPROVE PROPOSALS ALONG THELINES OF THE 

DRAFT REPORT. IF THE LONG STRUGGLE INVOLVED IN THE 

PASSAGE OF LAST DECEMBER'S MODEST AIRCRAFT RESOLUTION (SEE 

REF D) PROVIDES AN INDICATION THE ANSWER IS NO. A 

CONTACT IN THE DUTCH PERMANENT REPRESENTATION RECENTLY TOLD 
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US THAT HE THOUGHT THE COMMISSION DRAFT WOULD FIND LITTLE 
SYMPATHY IN THE HAGUE, BONN OR LONDON. HE FOUND EXISTING 
INDUSTRIAL COLLABORATION SATISFACTORY, A STRUCTURE AND 
CUMBERSOME COMMON FRAMEWORK UNNECESSARY AND EXPRESED 
SKEPTICISM ON FRENCH INTENTIONS. ON THE OTHER HAND 
COMMISSION OFFICIALS TELL US THAT EUROPEAN AIR FRAME 
MANUFACTURERS WITH THE EXCEPTION OF THE ITALIAN INDUSTRY, 

(SEE REFTEL F) IS SUPPORTIVE OF THE COMMISSION'S IDEAS 
ALTHOUGH THE ENGINE MANUFACTURERS BELIEVE IN TRANS- 
ATLANTIC COLLABORATION. THE COMMISSION ALSO BELIEVES 
THAT EARLIER PROPOSALS MAY HAVE BEEN REJECTED BECAUSE 
THEY WERE SO MODEST THEY WERE OF LITTLE INTEREST TO THE 
MEMBER STATES AND HOPES THAT THE LOGIC OF ITS POSITION WILL 
EVENTUALLY BE PERSUASIVE. 

10. SHOULD THE COMMISSION IDEAS BE ACCEPTED BY THE 
MEMBER STATES. THEY WOULD APPEAR TO POSE SERIOUS PROBLEMS 
FOR US INDUSTRY. THE COMMISSION REALIZES THAT THE US 

WILL PREDOMINATE IN LONG RANGE CIVIL AIRCRAFT, BUT IT 
WOULD HAVE AS ITS IMMEDIATE GOAL TAKING A MUCH GREATER 
SHARE OF THE SHORT AND MEDIUM RANGE MARKET AWAY 
FROM US PRODUCERS, PRINCIAPLLY IN EUROPE AND THIRD 
COUNTRY MARKETS. 

1 1 . THE COMMISSION IDEAS ON THE MILITARY SIDE ARE ALSO 
PREGNANT WITH POSSIBILTIES, SOME GOOD. SOME BAD. GETTING 
THE EUROPEANS TO STANDARDIZE PROCUREMENT AND RATIONALIZE 
INDUSTRIAL PRODUCTION ARE GOALS BEING ADVANCED IN NATO 
(SEE REF E). ON THE OTHER HAND, THE OVERRIDING OBJECTIVE 

A BUILDING A STRONG EUROPEAN INDUSTRY MAY, IN THE SHORT RUN 
AND PERHAPS MUCH LONGER, MEAN DIVERSION OF PROCUREMENT FROM 
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